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Fitch Affirms Taesa at 'BBB'; Outlook Stable
Fitch RatingsRio de Janeiro04 September 2015: Fitch Ratings has affirmed Transmissora Alianca
de Energia Eletrica S.A.'s (Taesa) foreign and local currency Issuer Default Ratings (IDRs) at 'BBB'
and longterm national scale rating at 'AAA(bra)'. Fitch has also affirmed at 'AAA(bra)' the national
scale rating for Taesa's BRL2,160 million third senior unsecured debenture issuance. The Rating
Outlook is Stable. A full list of ratings follows at the end of this release.
KEY RATING DRIVERS
Taesa's investment grade rating reflects Fitch's expectation that the company will keep a solid
financial profile in the medium term, with credit metrics currently strong for the existing IDRs when
compared to its peers in Latin America. On a pro forma consolidated basis, Taesa presents low
leverage for a company in the power transmission sector, as well as a manageable debt maturity
schedule. The analysis also considers that Taesa has room to advance some potential acquisitions
financed by debt without pressuring its ratings.
The ratings incorporate Taesa's low business risk relative to its strong and diversified portfolio of
power transmission assets, with predictable and robust cash flow generation and high operating
margins. Most of Taesa's concessions will not be subject to periodical tariff reviews. In addition, there
is no concession expiring before 2030. The moderate regulatory risk of the Brazilian power sector
and the average credit quality of power distribution and generation companies in the country limits the
company's IDRs. Taesa's ratings are not constrained by the credit quality of one of its main
shareholders, Companhia Energetica de Minas Gerais (Cemig), since Cemig shares the company's
control with an investment fund and its access to Taesa's cash is limited to dividends.
Leverage to Remain Low in the Medium Term
Fitch expects Taesa to maintain its consolidated net financial leverage between 2.0x  3.0x in the
following years, absent new acquisitions. The company was able to manage its historical low
consolidated leverage despite substantial dividend payments and significant acquisitions in recent
years. During the latest 12 months (LTM) ended June 30, 2015, Taesa reported, under regulatory
accounting rules  which proportionally consolidate all the transmission assets that the company
participates in directly and indirectly  a total debt/EBITDA ratio of 2.6x and net debt/EBITDA ratio of
2.2x, which compares, respectively, with the 2.7x and 2.5x reported in 2014, and the 3.4x and 3.0x in
2013. Considering IFRS accounting rules and based on Fitch's criteria, those ratios would be 2.1x
and 1.8x.

https://www.fitchratings.com/site/fitchhome/pressrelease?id=990424
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Low BusinessRisk Assets
Taesa's ratings are based on the low business risk of its asset portfolio and zero exposure to
concession renewals over the shorttomedium term. Taesa is one of the largest power transmission
companies in Brazil, with 7.7 thousand km of transmission lines spread across the country. The
company participates in 28 concessions, including 13 fullyowned, which dilutes potential operating
risks. Taesa also benefits from a diversified client base and guaranteed payment structure. The
expiration of its concessions will not begin until 2030 and will take place on a staggered basis over the
following years.
The company's exposure to periodical tariff reviews is low, since only four of its 28 concessions were
obtained after November 2006 and are subject to this procedure. Pursuant to Taesa's other
concession contracts, prior to November 2006, the annual permitted revenues (RAPs) of these
concessions should decrease by 50% after the 15th year from their initial operation. The first RAP
reduction is scheduled for 2016 and more material impacts will occur from 2018 onward. Fitch
expects Taesa to manage its debt level in order to mitigate the effect of this cash flow generation
reduction on its credit metrics.
Predictable Cash Flow and High EBITDA Margins
Taesa's credit profile benefits from its highly predictable power transmission revenues, which are
based on lines availability, rather than volume transported. The company's consolidated revenue
growth has been driven by inflationbased annual RAP readjustments and on the acquisition of new
assets. During the LTM ended June 30, 2015, the company reported consolidated net revenue and
EBITDA of BRL1,952 million and BRL1,749 million, respectively, pursuant to Fitch's criteria and under
regulatory accounting rules. These figures favorably compare with BRL1,891 million and BRL1,691
million in 2014, and BRL1,618 million and BRL1,418 million in 2013. EBITDA margin has been high,
from 87% to 90%, which is characteristic of transmission companies in Brazil. Margins tend to fall in
the beginning of the RAP reduction cycle and with tariff reviews, following the revenue decrease.
During the LTM ended June 30, 2015, EBITDA margin was 89.6%, with 89.4% in 2014 and 87.6% in
2013.
Fitch expects Taesa's free cash flow (FCF) to be linked to the level of dividend payments, as long as
it does not enter into significant projects development. The cash flow from operations (CFFO) should
remain robust, reflecting high business margins. In accordance with IFRS accounting rules, CFFO
and FCF were BRL1,453 million and BRL591 million, respectively, for the LTM ended June 30, 2015.
FCF should continue to be pressured by strong dividend payments, which reached BRL852 million
during that same period.
KEY ASSUMPTIONS
Fitch's key assumptions within the rating case for Taesa include:
Annual adjustment of the transmission lines' RAP in accordance with the concession contract;
https://www.fitchratings.com/site/fitchhome/pressrelease?id=990424
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Dividend distribution of 95% of net income;
No acquisitions on the projected period.

RATING SENSITIVITIES
Future developments that may, individually or collectively, lead to a negative rating action:
Deterioration in Taesa's consolidated financial profile, with net leverage going above 4.0x on a
sustainable basis;
A shortterm debt coverage ratio, measured by (CFFO + cash and marketable securities)/shortterm
debt below 1.5x; and
A more challenging scenario for the power sector in Brazil.
Negative rating actions on Brazil's sovereign rating may also pressure Taesa's IDRs. A positive rating
action for the company is unlikely in the shorttomediumterm.
LIQUIDITY
Taesa's consolidated debt is characterized by a manageable maturity profile and no foreign
exchange risk. As of June 30, 2015, Taesa's pro forma debt was BRL4.6 billion, considering its
proportional stake in all subsidiaries, or BRL4.0 billion by the new IFRS consolidation rule. The
BRL4.0 billion debt was mainly composed of debentures (BRL3.5 billion) and Lei 4131 loan with
Citibank (BRL361 million). According to Fitch's methodology the debt on the IFRS accounting rule
also includes offbalance sheet debt of BRL121 million related to guarantees provided to non
consolidated companies.
Taesa's moderate liquidity position compared with shortterm debt is mitigated by the company's
robust CFFO. By the end of June 2015, the cash and marketable securities, not considering the non
consolidated companies under IFRS, amounted to BRL619 million, covering 64% of the shortterm
debt of BRL964 million. When considering the CFFO of BRL1,453 million in the LTM, the coverage
(CFFO + cash and marketable securities)/shortterm debt of Taesa of 2.1x was robust.
FULL LIST OF RATING ACTIONS
Fitch affirms the following ratings:
Transmissora Alianca de Energia Eletrica S.A.
Foreign currency IDR at 'BBB'; Outlook Stable;
Local currency IDR at 'BBB'; Outlook Stable;
Long term national scale rating at 'AAA(bra)'; Outlook Stable;
BRL2,160 million third senior unsecured debentures issuance, in three series, due 2017, 2020 and
2024 at 'AAA(bra)'.

https://www.fitchratings.com/site/fitchhome/pressrelease?id=990424
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Contact:
Primary Analyst
Mauro Storino
Senior Director
+55 21 4503 2625
Fitch Ratings Brasil Ltda.
Praca XV de Novembro, 20  Sala 401 B
Rio de Janeiro, Brazil
Secondary Analyst
Wellington Senter
Analyst
+55 21 4503 2606
Committee Chairperson
Ricardo Carvalho
Senior Director
+55 21 4503 2627

Media Relations: Alyssa Castelli, New York, Tel: +1 (212) 908 0540, Email:
alyssa.castelli@fitchratings.com.
Additional information is available on www.fitchratings.com
Applicable Criteria
Corporate Rating Methodology  Including ShortTerm Ratings and Parent and Subsidiary Linkage
(pub. 17 Aug 2015) (https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?
rpt_id=869362)
Additional Disclosures
DoddFrank Rating Information Disclosure Form
(https://www.fitchratings.com/creditdesk/press_releases/content/ridf_frame.cfm?pr_id=990424)
Solicitation Status (https://www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=990424)
Endorsement Policy (https://www.fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?
context=2&detail=31)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
(http://fitchratings.com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
https://www.fitchratings.com/site/fitchhome/pressrelease?id=990424

4/5

9/4/2015

Press Release

'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT
POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED
ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR
WHICH THE LEAD ANALYST IS BASED IN AN EUREGISTERED ENTITY CAN BE FOUND ON THE
ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

ENDORSEMENT POLICY  Fitch's approach to ratings endorsement so that ratings produced outside
the EU may be used by regulated entities within the EU for regulatory purposes, pursuant to the
terms of the EU Regulation with respect to credit rating agencies, can be found on the EU Regulatory
Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement status of all
International ratings is provided within the entity summary page for each rated entity and in the
transaction detail pages for all structured finance transactions on the Fitch website. These disclosures
are updated on a daily basis.

https://www.fitchratings.com/site/fitchhome/pressrelease?id=990424
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